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Internal Revenue Service, Treasury § 1.1082–1 

(c) Sales by members of system groups. 
Each system group member must in-
clude a statement entitled, ‘‘STATE-
MENT PURSUANT TO § 1.1081–11(c) BY 
[INSERT NAME AND EMPLOYER 
IDENTIFICATION NUMBER (IF ANY) 
OF TAXPAYER], A SYSTEM GROUP 
MEMBER,’’ on or with its income tax 
return for the taxable year in which 
the sale is made. If any system group 
member is a controlled foreign cor-
poration (within the meaning of sec-
tion 957), each United States share-
holder (within the meaning of section 
951(b)) with respect thereto must in-
clude this statement on or with its re-
turn. The statement must include— 

(1) The dates and control numbers of 
all relevant Commission orders; 

(2) The aggregate fair market value 
and basis, determined immediately be-
fore the sale, of all stock or securities 
sold; and 

(3) The date of the sale. 
(d) Definitions. (1) For purposes of 

this section, Commission means the Se-
curities and Exchange Commission. 

(2) For purposes of this section, sig-
nificant holder means a person that re-
ceives stock or securities from a cor-
poration (the distributing corporation) 
pursuant to an order of the Commis-
sion, if, immediately before the trans-
action, such person— 

(i) In the case of stock— 
(A) Owned at least five percent (by 

vote or value) of the total outstanding 
stock of the distributing corporation if 
the stock owned by such person is pub-
licly traded, or 

(B) Owned at least one percent (by 
vote or value) of the total outstanding 
stock of the distributing corporation if 
the stock owned by such person is not 
publicly traded; or 

(ii) In the case of securities, owned 
securities of the distributing corpora-
tion with a basis of $1,000,000 or more. 

(3) Publicly traded stock means stock 
that is listed on— 

(i) A national securities exchange 
registered under section 6 of the Secu-
rities Exchange Act of 1934 (15 U.S.C. 
78f); or 

(ii) An interdealer quotation system 
sponsored by a national securities asso-
ciation registered under section 15A of 
the Securities Exchange Act of 1934 (15 
U.S.C. 78o–3). 

(4) For purposes of paragraph (b) of 
this section, exchange means exchange, 
expenditure, or investment. 

(5) For purposes of paragraph (c) of 
this section, system group member means 
each corporation which is a member of 
a system group and which, pursuant to 
an order of the Commission, sells stock 
or securities received upon an exchange 
(pursuant to an order of the Commis-
sion) and applies the proceeds derived 
therefrom in retirement or cancella-
tion of its own stock or securities. 

(e) Substantiation information. Under 
§ 1.6001–1(e), taxpayers are required to 
retain their permanent records and 
make such records available to any au-
thorized Internal Revenue Service offi-
cers and employees. In connection with 
the distribution or exchange described 
in this section, these records should 
specifically include information re-
garding the amount, basis, and fair 
market value of all property distrib-
uted or exchanged, and relevant facts 
regarding any liabilities assumed or 
extinguished as part of such distribu-
tion or exchange. 

(f) Effective/applicability date. This 
section applies to any taxable year be-
ginning on or after May 30, 2006. How-
ever, taxpayers may apply this section 
to any original Federal income tax re-
turn (including any amended return 
filed on or before the due date (includ-
ing extensions) of such original return) 
timely filed on or after May 30, 2006. 
For taxable years beginning before 
May 30, 2006, see § 1.1081–11 as contained 
in 26 CFR part 1 in effect on April 1, 
2006. 

[T.D. 9329, 72 FR 32803, June 14, 2007] 

§ 1.1082–1 Basis for determining gain 
or loss. 

(a) For determining the basis of prop-
erty acquired in a taxable year begin-
ning before January 1, 1942, in any 
manner described in section 372 of the 
Internal Revenue Code of 1939 prior to 
its amendment by the Revenue Act of 
1942 (56 Stat. 798), see such section (be-
fore its amendment by such Act). 

(b) If the property was acquired in a 
taxable year beginning after December 
31, 1941, in any manner described in 
section 1082 (other than subsection 
(a)(2)), or section 372 (other than sub-
section (a)(2)) of the Internal Revenue 
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26 CFR Ch. I (4–1–11 Edition) § 1.1082–2 

Code of 1939 after its amendments, the 
basis shall be that prescribed in section 
1082 with respect to such property. 
However, in the case of property ac-
quired in a transaction described in 
section 1081(c)(2), this paragraph is ap-
plicable only if the property was ac-
quired in a distribution made in a tax-
able year subject to the Internal Rev-
enue Code of 1954. 

(c) Section 1082 makes provisions 
with respect to the basis of property 
acquired in a transfer in connection 
with which the recognition of gain or 
loss is prohibited by the provisions of 
section 1081 with respect to the whole 
or any part of the property received. In 
general, and except as provided in 
§ 1.1082–3, it is intended that the basis 
for determining gain or loss pertaining 
to the property prior to its transfer, as 
well as the basis for determining the 
amount of depreciation or depletion de-
ductible and the amount of earnings or 
profits available for distribution, shall 
continue notwithstanding the non-
taxable conversion of the asset in form 
or its change in ownership. The con-
tinuance of the basis may be reflected 
in a shift thereof from one asset to an-
other in the hands of the same owner, 
or in its transfer with the property 
from one owner into the hands of an-
other. See also § 1.1081–2. 

§ 1.1082–2 Basis of property acquired 
upon exchanges under section 1081 
(a) or (e). 

(a) In the case of an exchange of 
stock or securities for stock or securi-
ties as described in section 1081 (a), if 
no part of the gain or loss upon such 
exchange was recognized under section 
1081, the basis of the property acquired 
is the same as the basis of the property 
transferred by the taxpayer with prop-
er adjustments to the date of the ex-
change. 

(b) If, in an exchange of stock or se-
curities as described in section 1081 (a), 
gain to the taxpayer was recognized 
under section 1081 (e) on account of the 
receipt of money, the basis of the prop-
erty acquired is the basis of the prop-
erty transferred (adjusted to the date 
of the exchange), decreased by the 
amount of money received and in-
creased by the amount of gain recog-
nized upon the exchange. If, upon such 

exchange, there were received by the 
taxpayer money and other nonexempt 
property (not permitted to be received 
without the recognition of gain), and 
gain from the transaction was recog-
nized under section 1081 (e), the basis 
(adjusted to the date of the exchange) 
of the property transferred by the tax-
payer, decreased by the amount of 
money received and increased by the 
amount of gain recognized, must be ap-
portioned to and is the basis of the 
properties (other than money) received 
on the exchange. For the purpose of the 
allocation of such basis to the prop-
erties received, there must be assigned 
to the nonexempt property (other than 
money) an amount equivalent to its 
fair market value at the date of the ex-
change. 

(c) Section 1081(e) provides that no 
loss may be recognized on an exchange 
of stock or securities for stock or secu-
rities as described in section 1081(a), al-
though the taxpayer receives money or 
other nonexempt property from the 
transaction. However, the basis of the 
property (other than money) received 
by the taxpayer is the basis (adjusted 
to the date of the exchange) of the 
property transferred, decreased by the 
amount of money received. This basis 
must be apportioned to the properties 
received, and for this purpose there 
must be allocated to the nonexempt 
property (other than money) an 
amount of such basis equivalent to the 
fair market value of such nonexempt 
property at the date of the exchange. 

(d) Section 1082 (a) does not apply in 
ascertaining the basis of property ac-
quired by a corporation by the issuance 
of its stock or securities as the consid-
eration in whole or in part for the 
transfer of the property to it. For the 
rule in such cases, see section 1082 (b). 

(e) For purposes of this section, any 
reference to section 1081 shall be 
deemed to include a reference to cor-
responding provisions of prior internal 
revenue laws. 

§ 1.1082–3 Reduction of basis of prop-
erty by reason of gain not recog-
nized under section 1081(b). 

(a) Introductory. In addition to the 
adjustments provided in section 1016 
and other applicable provisions of 
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